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KEY ECONOMIC INDICATORS 


(S$ millions) 


Estimated 


Exchange Rate: US$1.00 = ¢8.57 1976 1977 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at current prices 2,345 2,800 
GDP at constant 1976 prices 25345 25500 
Per capita GDP current prices 1,154 1,345 


Labor Force (men & women) 612,000 660,000 
Avge. Unemployment Rate 6.2% 4.6% 


MONEY & PRICES 


Money Supply (MI) year end 434 
Interest rates (to industry) 12 
Wholesale prices (1966 = 100) 299.9 
Retail prices (1975 = 100) 104.4 


BALANCE OF PAYMENTS & TRADE 


Gold & For. Exch. Reserves (Net) 
External Public Debt 
Annual Debt Service 
Balance of Payments 
Balance of Trade 
Exports, FOB 

U.S. Share 

CACM Share 
Imports, CIF 

U.S. Share 

CACM Share 


MAIN IMPORTS FROM U.S. 
(Latest full year = 1976) 


Paper and paper products 
Wheat 

Fertilizers 

Construction machinery 
Agricultural machinery 
Non-edible starches 
Plastics 


1977/76 Projected 
%Change 1978 


3,200 
2,630 
1,500 


710,000 
5.3% 


VALUE 


$30,585,000 
$13,911,000 
$10,110,000 
$18,767,000 
$ 7,189,000 
$ 1,000,000 
$12,237,000 





A. CURRENT ECONOMIC SITUATIONS AND TRENDS 
Domestic Economy 


Buoyed by record coffee earnings and a high level of 
foreign capital inflows, the Costa Rican economy in 
1977 continued and expanded on the economic recovery 
that commenced in 1976. The growth in gross domestic 
product (GDP) has been officially estimated at 6.9 
percent. More importantly, it was a broadly based 
growth, reflecting production increases in all sectors. 
Inflation was further curbed in 1977 as indicated by 
increases of 7.5 percent in the wholesale price index, and 
5.2 percent in the reiail price index. The labor mar- 
ket continued to tighten with employment increasing by 
4.9 percent and unemployment falling to 4.6 percent at 
mid-year. Government mandated minimum wage rates rose 
by an average of 11 percent, down from the 13.4 percent 
or i976. 
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the industrial sector during the first $ months 
increased by 5.2 percent over the similar 1976 period. 
The differing sectoral growth rates of industry and 
agriculture in the past 15 years have served to 
diversify the economy substantially. SO much so that 

in 1977 the industrial sector's contribution to GDP was 
Significantly greater than agriculture's, viz 22.5 to 
19.2 percent. 


The commercial sector -- reflecting increased consumer 
activity as well as the increased activity of the 
external sector -- enjoyed the greatest growth rate, 
12.4 percent, of any sector and contributed 18.6 percent 
of GDP. The government sector continued to grow in 1977 
but not as rapidly as the rest of the economy and its 
share of GDP is estimated to have declined from 10.3 to 
LO. percent. 


In 1977 a major objective of government economic policy 
was to prevent a resurgence of the inflation which 
wracked the economy in 1974-75. The threat of an infla- 
tionary spiral appeared imminent in early 1977 because 
of the coffee "windfall" accruing from exports. Accord- 
ingly, the Central Bank took monetary policy measures 

to sterilize some of the growth in the money supply 
caused by coffee earnings, e.g. increased reserve require- 
ments, a hike in the rediscount rate, and issuance of 
high interest (12 percent) bonds. In addition, credit 
growth by the national banking system was maintained at 
the same level as in 1976, i.e. 23 percent. Equally, if 
not more important, the "openness" of the Costa Rican 
economy helped stem an inflationary resurgence in that 
aggregate demand that could not be met by domestic pro- 
duction was instead dissipated through imports. A 
measure of this "openness" can be seen by the fact that 
the Costa Rican economy, with an estimated GDP of $2.8 bi 
lion, had imports of $1.01 billion for the year. 


Minimum wage policy in 1977 was aimed at increasing the 
real purchasing power of labor, not only to compensate 

for the losses suffered during the 1974-75 inflation but 
also to share in the recent economic growth and prosperity 
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the previous year and reached some $277 million. This growth is 
attributable in part to augmented import demand in the 
Central American Common Market countries which were also 
benefitting from the coffee boom; these markets provided 
an outlet for nearly 60 percent of Costa Rica's non-tra- 
ditional exports. Clothing, pharmaceuticals, synthetic 
fibers, plastic articles, insecticides and fungicides, 
galvanized metal, refrigeration equipment, beverage con- 
centrates, paper products and tires are the leading man- 
ufactured exports, comprising some 25 percent of all non- 
traditional exports. 


Exports, by Major Product 


Preliminary % Change Projected 
1976 1977 77/76 1978 


Coffee: Value $153.9 $300 +95% $240 
Volume (000 MT) 69. 7 vp 7% 74 


Bananas: Value $148.7 $135 % $150 
Volume (million 


boxes ) 1068 : 1,100 


Sugar: Value : 6. % $°20 
Volume (000 MT) ; 6. 85 


Beef: Value . 3 ‘ % 46 
Volume (000 MT) as ; a 32 


Cocoa: Value 
Volume (000 MT) 


Subtotal (traditional 
exports)$379. 


Other Exports $213 


Total Exports $592. 
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levels in 1977 -- particularly in the fourth quarter -- 
that appears unsustainable in light of projected 1978 
export earnings. Thus an adjustment in the import bill 
is in order. 


Expansive fiscal policies pursued during 1976 and 1977 
have created considerable liquidity in the economy. 

While such government policies may have been appropriate 
on the upside of the coffee cycle and contributed to the 
vigorous expansion of the economy in those years, it is 
apparent that different policies are appropriate for the 
downside portion of the cycle. The election February 5 
of centrist Rodrigo Carazo to the presidency may result 
in the pursuit of more conservative fiscal policies to 
respond to this situation. The composition of the re- 
cently designated "economic team" of the new administra- 
tion which takes office May 8 is an indication that more 
cautious fiscal policies will be pursued. Such policies; 
if adopted, will dampen aggregate domestic demand as well 
as import demand but not necessarily at the expense of 
sound domestic growth. Accordingly, overall growth in 
terms Of real GDP will be about 5 percent in 1978 with a 
perceptible slowdown by year's end, due more to the prob- 
able decline in international coffee prices than to domes- 
tic: poiljcieds 


Management of the adjustment process to avoid a resurgence 
of inflation will be a main challenge to the Government in 
1978. The "safety valve" of imports which in 1976 and 1977 
servedto dissipate inflationary pressures will not sustain 
the import levels prevailing in the latter part of 1977 and 
thus inflationary pressures should increase. Governmental 
monetary and fiscal policies will be key factors in the 
management of aggregate demand and any anti-inflationary 
program must rest largely on these policies. In addition, 
however, there are some automatic mechanisms that will 
assist the new government's efforts to contain inflation. 
First, the windfall (or excess liquidity) from the coffee 
bonanza was widely distributed throughout the economy 
because of the numerous (estimated at 78,000) coffee pro- 
ducers in the country. As international coffee prices 
decline, the liquidity of this populous coffee sectors, 





should return to more manageable levels. Secondly, the 
increase which has occurred in international financial 
interest rates may reduce borrowing by the private 

sector from that source in 1978, thereby dampening aggre- 
gate demand. Finally, the official budget, approved by 
the legislature in November 1977, is on the surface non- 
inflationary. The incoming government may be able to use 
the budget law to constrain expenditures instead of 
resorting to extraordinary budgets as has been the case 
in recent years. 


Another favorable factor for the adjustment process is the 
record high level of foreign exchange reserves, viz 

$233 million, which will provide temporary compensatory 
financing of excessive imports during the adjustment 
process. Similarly, the excellent intermediate and long- 
range prospects for the economy, coupled with Costa Rica's 
enduring political stability, should continue to attract 
capital flows that will also serve to cushion the adjust- 
ent process. 


STATES 


traditionally Costa Rica's most important 
2d goods, in 1977 increased its share of 


marke ro + percent. As total imports increased 


percent, the value of U.S. exports to Costa Rica reached 
record $341 million (estimate). 


The growing importance of the industrial sector, particularly 
light manufacturing, makes Costa Rica an excellent market 

for capital equipment and industrial raw materials. The 
Government will continue to be a good customer for goods 
elated t infrastructure projects and social services, 
particularly in such areas as electrical power generation, 
communications and health care. hile the majority of pur- 
chases for infrastructure type projects will continue to be 
financed by international lending institutions, individual 
ministries and autonomous institutions will look to supplie 
arranged isdenae tule 


projects not financed by international 
lending institutions. U.S. suppliers" success in winning 
such bids will depend on their ability to provide competitive 
Financing packages. 
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Imports of consumer goods will continue to be affected 
by high taxes. Although the coffee boom stimulated a 

substantial influx of consumer goods imports in 1977, 

the projected decline in coffee earnings makes this an 
unpromising sales area for 1978. 


Production of food crops receives Government stimulus, 

and the demand for imported agricultural products stabil- 
ized. As a percentage of the value of total imports, 

food products dropped to an estimated 10 percent in 1977. 
That year the United States was the only supplier of wheat, 
for a total of $8.6 million, or 31 percent of total U.S. farm 
product sales here on a commercial basis. Wheat, dairy 
cattle for breeding, and soybean meal are expected to be 
the major U.S. agricultural exports to Costa Rica in 1978. 
The outlook for other single commodity exports greater 

than $1.0 million is uncertain and will depend on this 
country's weather and general growing conditions. 


The agricultural sector remains an important importer of 
machinery, fertilizers, chemicals, irrigation equipment 
and storage equipment. With increased access to credit 
recently announced by the Central Bank, this sector should 
maintain a high level of imported production inputs. 


Major sales of equipment or services will be related to 
large economic development projects undertaken by the 
Government. A list of these projects is attached. 


Investment Climate 


Costa Rica continues to offer a favorable investment 
climate. From the viewpoint of the foreign investor, 
constitutional guarantees of equal treatment, enforced 

by an independent judiciary, are of particular importance. 
The Government encourages foreign investment in projects 
considered beneficial to the country, and the incentives 
offered vary depending on such factors as use of local 
resources, employment created, export potential, and 
whether a similar industry already exists in Costa Rica 
or within the Central American Common Market. A highly 
educated and readily trainable labor force and a large 
hydroelectric potential are additional attractions to the 
potential investor. Earnings on approved and registered 
investments may be repatriated freely. 





Potential investors who are interested in obtaining 
detailed information on investment incentives offered 
by the Costa Rican Government may wish to write 
directly to: 


cport ; Promotion Center (CENPRO) 
FF; 
José 


ry 





MAJOR PROJECTS INVENTORY - 1978 


AMOUNT ESTIMATED 
$ MILLION FINANCING COMPLETION 


Arenal Hydroelectric ay 
Telecommunications uy 
Geothermal Power Tf 
Power transmission lines & substation 1/ 
Rural Electrification 1/ 
New Cement Plant 
Aluminium Processing Plant 
National Parks 
Culebra Bay-Turistic Development 
Guacamaya Turistic Development 
Boruca Sugar Mill 
Santamaria Airport Improvement 
New Port of Caldera 
Potable Water & Sewage Service 
San José Flood Control & Environmental 
Protection 
Fishing Vessels & Refrigeration 
Facilities : IADB 
Agriculture Machinery & Equipment ‘ IADB/CABEI 
Sulphur Plant af C.R. Gov't/Private 
Consolidation, modernization of 
Atlantic & Pacific Railroads 50. C.R. Gov't/Private 
Rural Potable Water 255 IBRD 
Improvements to Limon Port facilities a >.R. Gov't/W.Ger. 
Hospitals & Equipment Ys TADB 
Highway Construction: 
Southern Coast <0 IADB 
Tarcoles/La Loma fi IBRD 
San José/Puerto Viejo Ss IBRD 
Naranjo/Los Chiles 22. TADB 
Palmar/Punta Uvita a0 IBRD 


IADB 1979 
IADB 1982 
IADB 1980 
IADB 1978 
IBRD 1980 
-R. Gov't/Spain 1979 
-R. Gov't/Private 1980 
TADB 1980 
IADB 1980 
IADB 1979 
-R. Gov't/Private 1979 
IADB 1982 
».R. Gov't/Japan 1980 
.R. Gov't/England 1982 
-R. Gov't/Private 1982 
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6 
2 
7 
2 
2 
2 
2 
2 
2 
2 


Villa Colon/Costanera-Caldera 0 IBRD 
San José/Quepos 0 IBRD 


NO 


1/ shows the amount to be spent during 1978. For all other projects, the 
amount shown is the total cost of the project. 


e Number Explanation 





ICE - Instituto Costarricense de Electricidad 

Ministry of Transportation 

Ministry of Agriculture 

CODESA - Corporacién Costarricense de Desarrollo 

ICT - Instituto Costarricense de Turismo 

SNAA - Servicio Nacional de Acueductos y Alcantarillados 
CCSS - Caja Costarricense de Seguro Social 

CNP - Consejo Nacional de Produccién 

Municipality of San José 
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to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 [[] Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
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oe Documents) 
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Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 
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